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E.O. 11652: N/A 
TAGS: UNDP, EAID, UR 

SUBJECT: UNDP GOVERNING COUNCIL B & E COMMITTEE: ADMINI- 
STRATOR AND DEPUTY ADMINISTRATOR SPEAK ON AGENDA ITEM 17 

SUMMARY: ON JUNE 8 UNDP ADMINISTRATOR MORSE AND HIS 
DEPUTY, G. ARTHUR BROWN, INTRODUCED AGENDA ITEM 17 TO THE 
FIRST SESSION OE THE BUDGET AND EINANCE COMMITTEE. BOTH 
ADDRESSES HERE CAUTIOUSLY OPTIMISTIC AND CONTAINED NO 
SURPRISES. MORSE CONCENTRATED HIS REMARKS ON FINANCIAL 
RESOURCES, PROGRAM DELIVERY, NON-CONVERTIBLE CURRENCIES, 
OPERATIONAL RESERVE AND CUSTODY OF UNDP FUNDS. FOLLOWING 
ON THE APRIL 14 MEETING IN NEW YORK HE OBSERVED THAT 
BURDEN-SHARING WAS A MATTER FOR GOVERNMENTS TO WORK OUT 
AND EMPHASIZED INSTEAD THE DESIRABILITY OF MULTI-YEAR 
FUNDING FOR UNDP. 

1 . ADMINISTRATOR MORSE APPEARED BRIEELY AT THE FIRST 
SESSION OE THE BUDGET AND EINANCE COMMITTEE ON JUNE 8 
TO INTRODUCE AGENDA ITEM 17. HIS REMARKS FOCUSSED ON 
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FINANCIAL RESOURCES, PROGRAM DELIVERY, ACCUMULATED 
NON-CONVERTIBLE CURRENCIES, OPERATIONAL RESERVE AND 
CUSTODY OF UNDP FUNDS. 

2. (A) FINANCIAL RESOURCES: LATEST FIGURES REFLECT AN 
AVAILABILITY OF DOLS 590 MILLION: SOMEWHAT ABOVE THE 
DOES 577.7 CONTAINED IN DOCUMENT DP/336. GAIN IS DUE TO 
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RECENT INCREASES IN CONTRIBUTIONS AND APPRECIATION OE 
SOME CURRENCIES. MORSE REITERATED THAT, NONETHELESS, 

AN ADDITIONAL DOES 2.3 BILLION WILL BE NEEDED TO MEET 
THE DOES 3.4 BILLION TOTAL FOR THE SECOND CYCLE, AND 
THAT THIS INCREASE WILL REQUIRE AN ACCELERATING CURVE OE 
CONTRIBUTIONS. THIS WILL MEAN QUOTE SOME EXTRAORDINARY 
EEEORT ON THE PART OF A NUMBER OE COUNTRIES WILL BE 
REQUIRED UNQUOTE. 

(B) BURDEN-SHARING AND MULTI-YEAR COMMITMENTS: MORSE 
OBSERVED THAT THE UNEVEN DISTRIBUTION AMONG MAJOR DONORS 
OE VOLUNTARY CONTRIBUTIONS LEADS SOME COUNTRIES (IMPLYING 
THE SCANDINAVIANS) TO EXPECT OTHERS TO DO BETTER THAN THEY 
HAVE DONE TO DATE (U.S., GERMANY, JAPAN AMONG OTHERS). 

MORSE HAS DECIDED, HOWEVER, THAT THE QUESTION OE MULTI- 
YEAR PLEDGING IS OE HIGHER PRIORITY AND THAT SOLUTION TO 
THIS PROBLEM WOULD PROVIDE THE BASIS EOR GOVERNMENTS 
TO IRON OUT THEIR SHARING OE EINANCIAL RESPONSIBILITIES. 
ULTIMATELY, HOWEVER, WHETHER UNDP OBTAINS THE EUNDS IT 
NEEDS DEPENDS ON THE DEGREE OF CONFIDENCE GOVERNMENTS 
HAVE IN UNDP (A VIEW ECHOED PRIVATELY BY CANADIAN AND 
GERMAN DELEGATIONS, WHO POINTED OUT THAT THE GROWTH 
PATTERN HAS BEEN FAIRLY CONSISTENT). 

3. PROGRAM DELIVERY: MORSE REPORTED THAT THE 1976 
CURTAILMENT OE ACTIVITIES LED TO A VERY LOW LEVEL OE 
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PLANNED EXPENDITURES IN 1977 BECAUSE THE PROCESS OE 
BUILDING UP THE PROGRAMS REQUIRED CAREEUL REESTABLISHMENT 
OE PRIORITIES BY GOVERNMENTS. ONLY IN THE SECOND HALE 
DID THE LEVEL OF PROJECT BUDGETS REGAIN TO SHOW IMPROVE- 
MENT, WHICH IS EXPECTED TO SHOW UP MEASURABLY IN 1978 
AND 1979. IN ANY EVENT, HE EELT THAT WHEN PROGRAMMING 
EOR THREE TO FIVE YEARS, RATHER THAN ANNUALLY, RESULTS 
SHOULD ALSO BE VIEWED IN SUCH PERIODS RATHER THAN BY 
CALENDAR YEARS. 

4. NON-CONVERTIBLE CURRENCIES: AN UNDERSTANDING HAS BEEN 
REACHED BETWEEN UNDP AND THE USSR UNDER WHICH EIVE MILLION 
RUBLES (APPROXIMATELY DOLS 7 MILLION) WILL BE EXCHANGED 
EOR SEVERAL CURRENCIES OE DEVELOPING COUNTRIES. AGREEMENT 
IS TENTATIVE PENDING RESOLUTION OF SOME DETAILS. MORSE 
EORECAST THAT TOTAL UNDP RUBLE HOLDINGS ARE LIKELY TO BE 
REDUCED WHEN THE ADDITIONAL 1978 UTILIZATION IS TAKEN 

INTO ACCOUNT. 

5. OPERATIONAL RESERVE: TWO REPLENISHMENTS - DOLS 15 
MILLION EOR 1977 AND DOLS 35 MILLION EOR 1978 - HAVE 
BEEN MADE. 
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6. CUSTODY: THE SYG HAS PROPOSED ADDITIONAL DELEGATION 
OF CUSTODIAL AUTHORITY TO THE ADMINISTRATOR WHICH MORSE 
IS PREPARED TO ACCEPT SUBJECT TO SOME CLARIFICATIONS. 
FURTHER DELEGATION (GENERALLY, TO GIVE THE ADMINISTRATOR 
TOTAL CONTROL OVER THE HANDLING AND INVESTMENT FUNCTIONS) 
WILL REQUIRE ECOSOC AND UNGA ACTION, IF SO RECOMMENDED BY 
THE GOVERNING COUNCIL. 

7. BROWN'S REMARKS ESSENTIALLY PROVIDED GREATER DETAIL 
TO THE AREAS TOUCHED ON BY THE ADMINISTRATOR. 

(A) UNDP'S 1977 TOTAL INCOME OF DOES 610 MILLION WAS ABOUT 
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10 PERCENT HIGHER THAN IN 1976, WHEREAS TOTAL EXPENDITURE 
OF DOES 447 MILLION WAS OVER 13 PERCENT LOWER. NET 
LIQUID ASSETS, AFTER PROVIDING DOES 15 MILLION TO THE 
OPERATIONAL RESERVE, WERE DOES 250 MILLION AND MAY GROW 
TO DOES 260 BY THE END OF 1978. 

(B) INABILITY OF UNDP TO SCHEDULE PROGRAM ACTIVITY 
ADEQUATELY WAS DUE TO RECIPIENT GOVERNMENTS NOT UNDERSTAND- 
ING THAT DESPITE THE CUTBACK IN 1976, ADDITIONAL PROJECTS 
WERE NEEDED FOR 1977. ONLY DOES 286 MILLION WAS DELIVERED 
IN 1977 AGAINST THE IPF TARGET OF DOES 340 MILLION SET IN 
JANUARY, 1977 BY THE GOVERNING COUNCIL. 
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(C) THE LEVEL OF APPROVED PROJECT BUDGETS HAS IMPROVED 
FOR 1978 AND 1979 AND FIELD PROGRAM DELIVERY IS EXPECTED 
TO GROW AT A COMPOUND ANNUAL RATE OE 29 PERCENT. THE 1978 
PROJECTION FOR FIELD DELIVERY AGAINST IPF'S IS DOES 370 
MILLION AND EOR 1979, DOLS 480 MILLION. 

(D) THE ADMINISTRATOR IS REQUESTING A NET APPROPRIATION 
LIMITED OFFICIAL USE 
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FOR THE ADMINISTRATIVE BUDGET OF DOLS 69.97 MILLION FOR 
1979, OR ABOUT 6.6 PERCENT HIGHER THAN IN 1978. THIS IS 
LOWER THAN EXPECTED INELATION INDUCED COST INCREASES AND 
GROWTH IN THE PROGRAM. 

(E) ISIP (INTEGRATED SYSTEMS IMPROVEMENT PROJECT) IS NOW 
IN ITS SECOND PHASE - PREPARATION OF A CONCEPTUAL DESIGN. 
UNDP WILL REPORT ON THIS EURTHER PROGRESS UNDER AGENDA 
ITEM 17(C). 

8. ON JUNE 9 CANADIAN DELOFF STATED HE FELT THAT MORSE 
WAS PUSHING THE MULTI-YEAR FUNDING AND BURDEN-SHARING 
ISSUES PRIMARILY AT SWEDEN'S INSTIGATION, BUT THAT HIS 
HEART WAS NOT IN IT. MORSE'S SPEECH WAS QUITE GENERAL 
AND CONTAINED NO SPECIEIC RECOMMENDATIONS ON BURDEN- 
SHARING NOR DID MORSE MENTION WHETHER UNDP HAD PREPARED 
A REPORT ON POSSIBLE ALTERNATIVE MEANS OF FUNDING UNDP, 

E.G., IFAD OR IDA, ALONG THE LINES HE HAD SUGGESTED AT 
THE APRIL 14 INEORMAL MEETING OF DONORS. SWEDES, HOWEVER, 
MAY MAKE A SPECIEIC INITIATIVE IN THIS REGARD DURING 
GOVERNING COUNCIL (SWEDES HAVE ASKED TO CONSULT WITH USDEL 
6/13 ON POSSIBLE LANGUAGE, WHICH WE WILL IMMEDIATELY 
REPORT). CANADIAN STATED HE WOULD BE SURPRISED IF U.S. 

WERE TO PUSH MULTI-YEAR FUNDING AT THIS SESSION, A POINT 
WITH WHICH U.S. DELOFE AND GERMAN ALSO PRESENT READILY 
AGREED. VANDENHEUVEL 
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